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TRADE FLOWS BOTH SIDES OF THE STRAIT
The indirect trade between Taiwan and Mainland China increased from less than $1 billion in 1987 to more than $290 billion in 2016. The dependence of Taiwan's exports on China and Hong Kong's market increased dramatically from less than 8 percent in 1987 to about 40 percent in 2016. Both sides of the strait trade has become the major source of Taiwan's trade surplus in recent years.
THE GRAVITY MODEL
The gravity model is widely used as a benchmark to estimate trade flows between countries. Trade flows from country i to country j are modeled as a function of the supply of the export country, the demand of the import country and trade rampart. In other words, national incomes of two countries, transport costs and regional agreements are assumed to be the main determinants of bilateral trade trade. Initially inspired by Newton's gravity law, gravity models have become important tools in the analysis of international trade flows. The first applications were rather intuitive, without theoretical foundations Tinbergen (1962) and Pöyhönen (1963) . Linnemann (1966) proposed a gravity model based on a Walrasian, general equilibrium approach. He explained exports of country i to country j in terms of the interaction of three factors: potential supply of exports of country i, potential demand of imports from country j, and trade barriers. The first variable is a positive function of the exporting country's income level and can also be interpreted as a proxy for product category. The second is a positive function of the importing country's income level. The third is a negative function of trade costs, transport costs, and tariffs. Helpman (1987) used a model of trade in differentiated products to estimate the share of intra-industry trade for dissociate cross-sections of country pairs for the period 1970-1981. He found that the share of intra-industry trade is negatively correlated with income differences and positively correlated with country size. Also, the more similar factor endowments are, the larger the share of intra-industry trade is. Several other studies (Hummels and Levinsohn, 1995; Evenett and Keller, 2002) have reported similar results.
The gravity model has also been widely used in the applied literature to evaluate the impact of regional agreements (see Carrere (2006); Frankel (1997) ) the border effect on trade flows (Anderson and Van Wincoop, 2003) and trade potential (Baldwin, 1994; Péridy, 2005) .
ECONOMETRIC ANALYSIS

Data
These data of this study include 1980,1985,1987,1992,1997,2000,2008 and 2016, taking 
Model Design
In order to explore the trade dependence between across the Taiwan Strait from the gravity model, this study considers two kinds of regional dummy variables: The first category is the regional dummy variables, which are used to capture the trade relations between the exporting and importing countries belonging to the same regional economic organization; The second type of regional dummy variable is aimed at the trade relations between Mainland China and Taiwan. Here are the instructions:
The first type of regional dummy variables should theoretically cover as many important regional organizations as possible in the world. In this study, we consider the NAFTA, EU, ASEAN, and the Australia-New The estimated equation is the following: Ɛij is the error term.
Results
The estimation results using the gravity model are reported in Table. The relationship (The estimated coefficients for 1987 (The estimated coefficients for , 1992 (The estimated coefficients for , 1997 (The estimated coefficients for , 2000 (The estimated coefficients for , 2008 (The estimated coefficients for and 2016 (The estimated coefficients for are 8.2058 (The estimated coefficients for , 8.2751 . The trade effect of the thawing of cross-Strait in 1987 can be proved by this positive evidence. And it still has a high degree of trade dependence on both sides of the Strait after the rotation of political parties in Taiwan.
Although the trade density between mainland China and Taiwan was high in 1980 and 1985 (the coefficient of CHT estimation was significantly greater than 0), the opening up to both sides of the Taiwan Strait was apparently not enough (the estimated value of CHT_0 was significantly less than 0 before 1990 -1.726 in 1980 and -2.715 in 1985) . If we do not consider the trade between Taiwan and Hong Kong, the performance of the mainland's foreign trade will be far below the level expected by its economic development. After 1990, whether it is for Taiwan or other regions, the degree of opening up of the Mainland China's foreign trade has clearly been on the high side.
(That is, the estimated coefficients of CHT and CHT_O are no less than 0 and significant after 1987) 
